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REPORT  OF  TliE  FlANAGER  OF  THE  FEDEPJUL  CROP 
INSHRaMCS  CORPORATION,  1944 


United  States  Department  of  Agriculture 
War  Food  Administration 

Federal  Crop  Insurance  Corporation 
Washington,  Do  Co,  November  15,  1944 


Hon«  Marvin  Jones 

War  Food  Administrator 

Dear  Mr.  Jones* 

I present  herewith  the  annual  report  of  the  activities  of  the 
Federal  Crop  Insurance  Corporation  for  the  fiscal  year  1944. 

This  report  deals  largely  with  liquidation  activities  although  the 
operating  statistics  cover  the  full  period  since  the  Corp  orati  on  was 

(organized a An  analysis  of  the  crop  insurance  prograra  as  it  has  opera- 
ted is  contained  in  our  annual  report  for  1943. 
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Liquidating  insurance  on  1943  and  earlier  crops  « e . 
Price  protection  through  the  acquisition  and  sale  of 
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Status  of  the  Corporation 


The  Federal  Crop  Insurance  Corporation  was  established  in  -1938  and  \ 
since  that  time  has  insured  wheat  crops  in  the  five  years,  1939-1943 
By  amendment  to  the  Act  in  1941,  cotton  insurance  was  added  and  cotton 
crops  have  been  insured  for  1942  and  1943.  fraring  that  time  about  two 
million  v/heat  and  cotton  crops  have  been  insured,  representing  insurance 
on  about  55  million  acres  ’.Yith  a guaranteed  production  of  about  586 
million  dollars  based  on  wheat  and  cotton  values  applicable  to  each 
year.  Indemnities  have  been  paid  for  losses  incurred  on  more  than 
600,000  crops,  premiums  have  amounted  to  about  52  million  dollars  and 
indannities  96  million  dollars. 

As  a result  of  the  fact  that  indannities  have  exceeded  premium.s  every 
year  and  in  tlie  aggregate  had  substantially  exceeded  premiums,  the  . 

Congress  in  the  1944  Agriciiltural  Appropriation  Act  provided  funds  only 
for  liquidating  the  insurance  on  1943  and  earlier  crops.  FolloYd.ng  is  ' 
the  language  in  the  1944  Agricultural  Appropriation  Act; 

"Administrative  and  operating  expenses;  For  operating  and 
administrative  expenses  under  the  Federal  Crop  Insurance 
Act,  approved  February  16,  1938,  as  amended  (7  p,  g,  c.  1501-1518; 
55  Stat.  255-256),  .f;3, 500,000,  including  the  employment  of 
persons  and  means  in  the  District  of  Columbia  and  elsewhere, 
printing  and  binding,  purchase  of  lawbooks,  books  of  reference, 
periodicals,  and  n ewsi:)ap ers ; Provided,  That  no  part  of  this 
appropriation  shall  be  used  for  or  in  connection  nrith  the 
insurance  of  w'heat  and  cotton  crops  planted  subsequent  to 
JifLy  31,  1943,  or  for  any  other  purpose  except  in  connection 
with  the  liquidation  of  insurance  contracts  on  the  wheat  and 
cotton  crops  planted  prior  to  Juily  31,  1943." 

The  1945  Agricultural  Appropriation  Act  provided  $350,000  for  con- 
tinuing liquidation. 

The  approaching  termination  of  the  activities  of  this  Corporation 
results  therefore  from  Congressional  action  through  appropriations  and 
not  from  any  change  in  the  Federal  Crop  Insurance  Act  itself.  In  fact, 
during  the  past  year  the  House  Committee  on  Agriculture  has  considered 
and  reported  out  amendments  to  the  Federal  Crop  Insurance  Act  mth  a 
view  to  so  improving  the  basic  legislation  that  the  program  would  have 
more  chance  of  financial  success.  Despite  this  proposed  reinstatement 
of  the  program,  the  Corporation  is  making  progress  toward  termination 
of  its  activities  as  contanplated  in  the  appropriation  statutes. 

The  adjusting  and  pa;/ing  of  losses  on  the  1943  wheat  and  cotton  crops 
and  making  collection  on  premium  notes  represented  the  principal  activ- 
ities during  the  fiscal  year  1944.  During  tliat  same  period  the  Corpora- 
tion had  been  consolidating  branch  offices,  disposing  of  property  and 
reducing  personnel  in  conformity  mth  the  reduction  in  work  loads.' 
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Progress  in  Liquidating  ActiirLties  of  the  Corporation 

In  July  1943  -wh^  ,the  restrictive  appropriation  legislation  became 
effective,  the  Corporation  had  a total  of  about  470  employees  in 
headquarters  and  branch  offices.  Immediate  action  ms  taken  to  reduce 
the  number  of  employees.  The  most  rapid  reduction  occurred  in  the 
actuarial  iwork  both  in  headquarters  and  the  branch  offices  as  the 
activities  of  persons  so  engaged  involved  future  programs,.  As  of 
June  30,  1944,  there  were  145  employees  and  by  September  30,  the 
number  had  been  reduced  to  75. 

In  August  1943  the  Headquarters  Field  and  Commodity  Control  Offices 
at  St.  Louis  were  discontinued,  their  activities  being  transferred  to 
headquarters  and  branch  offices.  In  May  1944  the  Denver  branch  office 
was  closed  and  its  activities  transferred  to  the  Chicago  branch  office. 
Since  June  30,  1944,  the  branch  offices  at  Dallas  and  Birmingham  have 
been  closed  and  their  ronaining  activities  transferred  to  cMcago.  The 
Corporation  therefore  now  has  only  one  branch  office  and  that  is  operat- 
ing with  a lisdted  staff  of  employees. 

Liquidating  Insurance  on  1943  and  Earlier  Crops 

There  were  133,076  indemnities  paid  for  losses  on  1943  wh^t  crops 
representing  a total  of  13,209,955  bushels  of  wheat.  There  were  40,632 
indemnities  for  cotton  losses  r^resenting  a total  of  56,800,979  pounds 
of  cotton.  These  figures  are  as  of  June  30,  1944.  Final  figures  will 
be  slightly  in  excess  of  these  amounts  because  of  delayed  claims. 

Despite  the  fact  that  1943  wheat  and  cotton  yields  for  the  country  as 
a Wiole  were  above  long-time  averages,  losses  exceeded  premiums  on  both 
crops.  Heavy  losses  to  both  wheat  and  cotton  resulted  fixrni  the  major 
flood  in  May  1943  on  the  Mississippi  River  and  its  tributaries.  Losses 
of  this  type  fr^uently  are  complete  losses  and  in  areas  where  such 
occurs  the  indemnities  represent  an  ambunt  many  times  the  premiums. 

Other  principal  factors  resulting  in  losses  to  the  wheat  crop  were 
heavy  winterkill  in  the  Central  and  Eastern  Areas  and  damage  from  green 
bugs  in  Oklahoma  and  Terns.  For  the  third  year  in  succession,  heaviest 
losses  on  wheat  occurred  in  the  nomally  low  or  medium-risk  area  east 
of  the  Great  plains.  Only  in  2 of  the  5 years  of  operation,  1939  and 

1940,  were  the  losses  heaviest  in  the  normally  high-risk  wheat  producing 
area  of  the  plsiis  States.  Even  in  that  area  losses  were  not  gr^t  on 
spring  wh^to  An  analysis  of  the  causes  of  loss  by  states  for  the  1940, 

1941,  and  1942  wheat  crops  is  given  in  last  year's  report.  An  analysis 
by  static  of  the  causes  of  loss  on  the  1942  cotton  crop  is  shown  in 
table  1.  Impo2*tant  causes  of  1943  cotton  losses  other  than  flood  were 
boll  weevil  and  excessive  moisture  followed  by  drought. 

The  adjustment  of  cotton  losses  on  the  1943  crop  was  benefited  by  the 
experience  gained  in  1942,  the  first  year  of  the  cotton  insurance 
program.  On  the  other  hand,  there  were  indications  that  the  approaching 


Table  1.  Indemnified  loesee,  percentage  caused /by  Tarioue 
hazards  on  Insrirel  19^2  cotton  crops 
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termination  of  the  crop  insurance  program  may  have  resulted  frequently 
in  less  careful  adjustment  of  1943  losses  than  might  otherwise  have 
bean  expected.  Many  persons  who  had  been  working  on  the  program  in 
counties  and  states  transferred  to  other  work,  and  as  a consequence, 
much  of  the  crop  insurance  work  was  done  by  persons  without  prcRrious 
experience  and  persons  considering  it  only  a temporary  job. 

During  the  fiscal  year  the  Corporation  has  also  settled  numerous 
contix>versal  cases  involving  loss  on  1942  and  previous  crops.  The 
Corporation  has  defaided  three  suits,  two  of  f^ieh  involved  refusal 
to  pay  the  full  amount  claimed  on  the  grounds  of  failure  by  the  insiired 
to  properly  care  for  the  crop. 

\ Another  feature  of  liquidating  insurance  on  1942  and  1943  crops  is  that 

of  collecting  premium  not^,  premium  notes  were  taken  on  the  1942  and 

1943  crops  having  a cash  equivalent  value  of  about  32  million  dollars. 
Collections  up  to  June  30,  1944  had  reduced  this  amount  to  approximateLLy 

' 2 million  ctellars.  By  the  end  of  Axxgust  this  was  further  reduced  to 

I about  $1,650,000.  Most  of  the  collections  have  been  made  by  S0t“Off 

against  agricultural  conservation  program  paymaits,  commodity  loans,  or 
crop  imurance  indecjnitiQS.  Ifeymeeits  to  fanners  in  1944  under  the  agri- 
cultural conservation  program  will  be  considerably  ©nailer  than  in 
previous  years  and,  consequently,  it  is  anticipated  that  many  of  the 
balances  on  premium  notes  will  have  to  be  collect©!  in  dash.  County 
committees  have  been  requested  to  notify  producers  of  the  balance  due 
with  a request  for  payment.  It  is  anticipated  that  as  a result  of 
direct  collection  and  continued  set-off  a substantial  reduction  in  the 
outstanding  balance  will  still  be  made.  It  must  be  recognized,  however, 
that  some  of  these  notes  will  not  be  collectible  even  by  l^al  process 
and  that  some  will  ultimately  Imve  to  be  claj.s©!  as  a loss. 

' Despite  the  losses  that  will  occur  on  premium  notes  for  1942  smd  1943 
crops,  it  is  probable  that  the  use  of  premium  notes  has  resulted  in  a 
substantial  net  savings  to  the  Goverment.  These  notes  were  commodity 
notes  representing  the  obligation  of  the  insured  in  bushels  of  idieat 
or  pounds  of  cotton  and  were  not  converted  to  a monetary  basis  until 
maturity  (unless  paid  before  then),  Inst^d  of  carrying,  its  premium 
reserve  in  actiial  commodities  during  the  growing  season  Cor  price  pro- 
tection as  in  1939,  1940,  and  19C.,  the  Corporation  held  these  ccxamodity 
notes  and  saved  the  storage  costs.  Storage  costs,  which  on  wheat  alone 
in  each  of  the  fiscal  years  1940  and  1941  amounted  to  over  $800,000, 
have  been  virtually  eliminated.  It  is  thus  apparait  that  the  savings 
in  storage  costs  more  than  offset  the  losses  that  may  occur  on  prsnium 
notes.  It  shotild  be  noted,  however,  that  the  savings  on  storage  occur 
in  the  administrative  and  operating  expense  provided  for  by  annual 
appropriations,  whereas  the  losses  on  notes  will  have  to  be  absorbed 
out  of  the  Corporation’s  capital. 
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Price  protection  Through  the  Acquisition  and  Sale  of  Commoditiss 

Since  the  purchase,  storage,  and  sale  of  comniodities  is  an  activity 
that  is  not  ordinarily  carried  On  by  insurance  organizations  and  since 
the  gain  or  loss  from  such  transactions  over  five  years  is  summarized 
in  this  report,  it  seems  desirable  to  review  briefly  those  operations, 
their  purpose  and  their  place  in  the  crop  insurance  program. 

The  Federal  Crop  Insurance  Act  provided  for  insurance  against  loss  in 
yield.  Consequently,  if  the  crop  produced  was  less  than  the  amount  of 
coverage  expressed  in  units  of  the  commodity,  the  insured  was  indemnified 
for  the  shortage.  The  premium  necessary  to  cover  the  risks  was  likewise 
determined  in  terns  of  the  commodity  unit.  Provision  was  made  for  pa;/- 
ment  ’’in  kind*'  (warehouse  receipts  representing  the  commodity),  vdth  ih  e 
alternative,  if  that  was  inconvenient  or  not  desired,  of  paying  premiums 
or  receiving  indannities  in  the  cash  equivalent.  In  the  operation  of 
the  program,  both  premiiims  and  indemnities,  though  determined  in  bushels 
of  wheat  or  pounds  of  cotton,  have  generally  been  paid  in  the  cash  equiva- 
lent because  this  was  more  convenient  to  the  insured  and  to  the  Corporation. 

If  the  Corporation  held  the  premiums  in  cash  untiD.  needed  for  payment  of 
indemnities,  it  would  be  carrying  not  only  the  risk  of  crop  loss  but  also 
the  risk  of  change  in  the  commodity  price  on  its  premium  reserves.  For 
example,  if  one  million  bushels  of  wheat  premiums  were  collected  on 
the  basis  of  $1  per  bushel,  there  would  be  available  one  million  dollars. 

If  by  the  date  of  paying  indannities  the  price  has  increased  to  '**,1.25  per 
bushel,  the  million  dollars  would  pay  only  800,000  bushels,  of  indannities. 

To  avoid  this  price  risk  the  Corporation  purchased  wheat  or  cotton  equal 
to  the  number  of  bushels  of  wheat  or  number  of  pounds  of  cotton  praniums. 
Consequently,  the  Corporation  was  protected  by  having  as  many  bushels  of 
wh(»t  or  pounds  of  cotton  to  pay  indemnities  as  it  had  collected  as 
premiums. 

The  wheat  or  cotton  was  sold  later  to  provide  the  funds  to  pay  indemnities 
in  the  cash  equivalent  price.  If  the  wheat  price  increased  between  the 
time  of  acquisition  and  sale,  the  gain  on  the  wheat  operations  offset 
the  increase  in  the  cash  indemnity  obligations  resulting  from  higher 
prices.  Conversely,  if  the  price  of  Tiheat  dropped,  the  loss  on  the 
wheat  operations  was  offset  by  the  decrease  in  the  cash  indemnity  obliga- 
tions, It  was  essentially  a hedging  operation  using  cash  commodities 
rather  than  futures. 

The  5-year  period  vras  one  of  generally  increasing  wheat  prices.  Con- 
sequently, insured  farmera  as  a rule  received  from  the  Corporation  a 
higher  price  for  their  indennity  wheat  than  that  paid  on  their  premiums. 

The  average  price  per  bushel  for  premiums  and  indemnities  is  shown  in  the 
follomng  tabulation.  The  average  price  of  the  wheat  paid  as  indemnities 
is  in  part  influenced  by  the  geographical  location  of  the  heaviest  losses, 
but,  in  general,  the  price  1 erel  for  indemnities  was  higher  than  for 
premiums , 
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Crop  Year  Averapie  praniun  price  Averape  indamnity  price 


1939 

1940 

1941 

1942 

1943 


$ .51 
• 66 
.56 
.96 
1.32 


f.  .55 
.60 
1.00 
1.29 
1.49 


To  offset  the  extra  cost  to  the  Corporation  of  these  increased  prices 
on  indemnity  wh^t  the  Corporation  gained  from  its  wheat  transactions 
$6,657,708.88.  The  extra  cost  to  the  Corporation  of  the  incr^se  in 
prices  of  wheat  would  have  been  practically  entirely  offset  had  the 
indemnities  (in  bushels)  not  exceeded  the  premiums  (in  bushels).  After 
the  premium  reserves  in  wheat  were  depleted  each  year  the  ranainder  of 
the  indemnities  had  to  be  paid  out  of  the  capital  at  the  price  for  "vdieat 
near  the  close  of  the  season.  Had  it  been  possible  to  pay  these  deficits 
at  the  gaieral  lev^  of  price  for  wheat  premiums  rather  than  at  the  levd 
of  price  for  wheat  indemnities,  the  Corporation's  loss  (in  dollars)  would 
have  been  smaller. 

The  time  each  year  for  the  purchase  or  sale  of  commodities  was  determined 
prlmarj^ly  by  the  time  at  which  cash  equivalent  values  were  established. 

In  other  words,  wheat  would  be  purchased  when  the  premium  obligation  of 
the  insured  was  converted  to  a dollar  basis  and  would  be  sold  when  the 
indemnity  obligation  of  the  Corporation  to  the  insured  was  converted  to 
a dollar  basis.  In  1939,  1940,  and  1941  cash  equivalent  values  on 
premiums  were  established  essentially  when  insurance  was  written,  before 
the  growing  season.  Beginning  in  1942  the  Corporation  accepted  commodity 
pronium  notes  maturing  at  about  harvest,  time.  The  cash  equivalent  price 
of  the  premium  was  established  at  the  maturity  of  the  note  (unless  the 
I note  were  paid  earlier)  and  wheat  or  cotton  was  purchased  at  that  time. 

Consequently,  since  1942 ‘it  has  been  unnecessary'-  to  carry  premiim  reserves 
' in  commodities  during  the  gro-wing  period  of  the  crop. 

Beginning  with  the  1940  program  the  insured  was  given  the  option  to  defer 
the  cash  settlemait  on  his  indemnity  for  a limited  period  after  the 
amount  of  the  indemnity  was  established  in  bushels.  During  that  period 
he  held  a certificate  for  the  number  of  bushels  of  wheat  or  pounds  of 
cotton  for  which  his  claim  was  approved.  He  could  hold  -this  certificate 
or  he  could  obtain  a commodity  loan  on  it  the  same  as  if}  he  had  actually 
produced  the  wheat  or  cotton.  During  this  additional  period  the  Corpora- 
tion needed  protection  against  the  risks  of  price  fluctuations.  This  was 
accomplished  by  continuing  to  carry  the  premium  reserves  in  wheat  or 
cotton  and  in  the  event  ttiat  indemnities  exceeded  the  prenixira  reserves 
by  purchasing  additional  reserves.  During  this  period  in  which  the 
insured  h^d  an  indannity  certificate  for  wheat  or  cotton  he  was  required 
to  pay  storage  costs. 

Following  the  establishment  of  ceiling  prices  for  wheat  in  January^  1944 
which  eliminated  the  possibility  of  any  material  increase  in  price  during 
the  period  of  the  obligation,  the  Corporation  disposed  of  its  stocks  of 
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Tffheat  in  advance  of  the  date  ■when  indemnities  irould  be  converted  to  a 
cash  equi'valent  basis. 

Table  Z shows  the  gain  or  loss  from  the  commodity  transactions  of  the 
Corporation  each  year  and  for  the  full  period  of  operations.  There 
has  been  a net  gain  of  ^6,739,754.38.  This  is  not  considered  as  a 
profit  on  separate  non-insurance  activities  of  the  Corporation  but  it 
is  closdLy  related  to  the  insurance  operations  and  represents  an  offset 
to  the  higher  cash  indemnities  paid  as  a result  of  increasing  prices. 

Explanatory  Comments  on  insurance  Experience  Tables 

Table  2 shows  a summary  of  the  Corporation’s  insurance  experience  on 
both  wheat  and  cotton  covering  a period  of  5 years  for  wheat  and  2 years 
for  cotton.  The  participation  figures  are  given  in  the  first  •two  colximns; 
for  first  column  «insurance  written”  (Shown  only  for  wheat)  and  the 
second  column  ’’insurance  in  force.”  Since  application  for  insurance  is 
made  before  the  crop  is  plant ed^  it  frequently  occurs,  particularly  in 
wheat,  that  some  farms  on  which  insurance  is  •written  have  no  insurance 
in  force  because  no  wheat  is  planted  or  because  the  applicant  does  not 
acquire  the  interest  in  the  crop  that  he  had  anticipated.  The  difference 
between  the  two  figures  was  greater  in  1942  and  1943  than  in  earlier 
years.  The  reason  for  this  greater  difference  -was  that  prior  ■bo  1942 
a separate  application  was  made  for  insurance  on  each  farm  and-beginning 
with  1942  the  application  submitted  by  an  individual  covered  every  farm 
in  the  county  in  •which  he  had  an  interest  in  the  crop  at  the  time  of 
seeding.  Since  individuals  "with  more  than  one  farm  frequently  did  not 
plant  wheat  on  all  farms,  the  number  of  farms  subject  •bo  insurance  -was 
sub s ■ban tial  1 y in  excess  of  the  number  of  farms  on  which  insurance  ■was 
actually  in  force.  A comparable  figure  for  insurance  •written  is  not 
available  for  1939  wheat  insurance  because  of  procedural  changes.  Also 
because  of  changes  in  procedure  be-bween  1942  and  1943  comparable  cotton 
insurance  figures  are  not  a'vailable.  In  general  the  difference  between 
insurance  written  and  insurance  in  force  is  much  smaller  in  cotton  than 
in  ■wheat. 

Because  of  the  limitations  placed  on  the  acti^vities  of  the  Corporation 
by  the  appropriation  l^islation,  summaries  of  acreage  and  insured 
production  have  not  been  made  for  1943  and  the  figures  given  in  the 
table  are  estimates,  insured  production  figures  for  cot-bon  insurance 
apply  only  to  lint  cotton.  Maximum  liability  of  "bhe  Corporation  -was 
about  20  percent  greater,  as  all  indemnities  for  loss  of  lint  cotton 
were  increased  by  about  •bhat  percentage  to  cover  the  loss  of  cottonseed. 

Premi^ums  and  indomiities  are  sho^vm  both  on  a commodity  basis  and  on  a 
monetary  basis.  The  indemnities  on  a monetary  basis  include  the  estLmated 
■value  of  approved  claims  for  ■which  the  cash  equivalent  has  not  yet  been 
established.  These  claims  involve  305,861  bushels  of  wheat  and  2,855,720 
pounds  of  cotton.  The  surplus  or  deficit  on  a monetary  basis  must  also 
take  into  account  the  gain  or  loss  on  trading  in  commodities,  Yiiich  is 
essentially  a hedging  operation.  (The  reason  for  this  is  explained  in  an 
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earlier  section  of  this  report.)  In  previous  reports  the  gain  or  loss 
from  commodity  transactions  vras  not  set  forth  separately  but  was  taken 
up  as  a prior  adjustment  to  the  indemnities  on  a monetary  basis — in 
other  words,  the  net  cost  to  the  Corporation  of  the  indemnities  was 
shown.  It  is  believed  that  the  showing  of  the  gross  amount  of  cash 
indemnities  paid  and  the  offsetting  gains  from  commodity  transactions 
separa.teLy  gives  a clearer  picture  and  reflects  more  accurately  the 
benefits  that  producers  have  obtained  from  their  insurance.  The  gain 
over  the  whole  period  on  commodity  transactions  has  been  $6,739,754.58; 
this  amount  offsetting  .the  higher  indemnity  obligations  resifLting  from 
increased  prices. 

Table  3 shows  for  each  state  the  5-year  wheat  insurance  experience  and 
table  4 shows  for  each  state  the  2-year  cotton  insurance  experience. 

Loss  ratios  v;ere  computed  on  the  commodity  basis  rather  than  the  monetary 
basis  so'  that  crop  loss  experience  only  will  be  reflected.  Table  Z for 
the  country  as  a whole  shows  under  the  monetary  basis  the  surplus  or 
deficit  adjusted  for  the  gain  or  loss  from  commodity  transactions  carried 
on  for  price  protection.  The  commodity  transactions  are  not  carried 
separately  by  states  and,  therefore,  the  monetary  surplus  or  deficits 
by  states  are  not  adjusted  for  price  protection.  Totals  of  monetary 
indemnities  by  states  in  tables  3 and  4 will  not  agree  with  the  United 
States  totals  in  table  2 because  table  2 includes  the  estimated  cash 
equivalent  values  of  indemnities  which  had  been  approved  but  for  which 
a cash  equivalent  value  had  not  been  established.  This  difference 
applies  principally  to  the  1945  crop  year.  These  indonnities  on  a 
commodity  basis  are  included  in  both  state  and  United  States  tables. 

Explanator\''  Comments  on  Balance  Sheet  (Table  S') 


Cash 

The  cash,  amounting  to  $3,146,006.97  is  deposited  with  the  Chief  Dis- 
bursing Officer  of  the  Treasury  Department.  The  facilities  of  the 
Disbursing  Office  of  the  Treasury  are  used  by  the ’Corporation  for 
deposits  and  disbursements;  the  Treasury  Departm.ent  being  utilized  as 
the  depository  for  funds  of  the  Headquarters  Office  while  Federal 
Reserve  Banks  are  the  depositories  used  at  branch  office  locations. 

Rec  eivabl es 


The  amount  of  $2,093,059.57  represents,  in  substantial  part,  the  balance 
of  insurance  prsnium  notes  due  for  the  1942  and  1945  crop  years.  There 
are,  however,  small  miscellaneous  items  included  in  this  figure. 

Accounts  livable 

The  amount  of  $528,356.34  owing  to  the  administrative  fund  represents 
the  net  balance  of  warehousing-cost  transactions  effected  through  the 
capital  funds  of  the  Corporation  for  the  account  of  the  administrative 
funds. 
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Table  5.  Comparative  Balance  Sheet  for  the  fiscal  years 
ended  Jtin©  30»  19^3  June  30t  19^ 


As  of 

Item 

June  30,  19^U 

Fiscal  year  ended 

June  30,  I9U3  June  30,  IqUU 

Increase  or 
Decrease  as 
of  1944 

Assets 

Cash 

$ 7,838,691.99 

$3,146,006.97 

$ -4,692,685.02 

(1 

Receivables J 

Instired  growers 

1,219.199.33 

2,089,700.39 

+870,501.06 

■ 

\1' 

Other 



_ . . . 3.»353.18 

-145.38 

Total  receivables 

1,222.703«89 

_^0_93.,059^ 

+870,355.68 

Inter-agency  assets? 

Commodity  Credit  Corporation 



-3,435,326.73 

Other  assets: 

Inventory  (stated  at  cost 
value ) j 

Wheat 

6,040,929.06 

-6,040.929.06 

Cotton 

23S.74g.46 

-238,748.46 

• 

Total  inventory 

6,279.677.52 

-6.279..6I7..52 

Total  assets 

$18,776,400,13 

$5,239,066.51* 

$-1-3.537.333.59 

Liabilities  and  Net  Worth 

Accounts  -oayable? 

Administrative  fund 

$ 708,438.11 

$ 528,356,34 

$ -180,081.77 

Indemnities  (estimated) 

6,053,800,00 

769,6^.67 

-5,28U,i7R.33 

Agricultural  Adjustment  Agency 

« 

999.723.66 

■••999.723.66 

Commodity  Credit  Corporation 

167,341.16 

+167,341,16 

Other 

2,482,34 

1,067.27 

-1.415. 07 

Total  liabilities 

6,764,720.45 

2,466,110.10 

-4,298,610.35 

Net  worth: 

Capital  stock  authorized 

100,000,000,00 

300,000,000,00 

60.000,000,00 

Less  unats'oronriated 

60,000,000.00 

- 

Appropriated  for  subscription 

to  ea-oital  stock 

40,000,000,00 

40,000,000,00 

- 

Less  capital  funds  unrequi- 
sitioned  from  U»  S.  Treasury 

and  unapportioned 

5,000,000,00 

eae 

-5.000,000.00 

Capital  funds  req\ilsltioned 

from  U.  S.  Treasury 

35,000,000.00 

40,000,000,00 

+5,000,000,00 

Operatisig  deficit 

-22,988,320.32 

-37,227,01*3.56 

-14,238.723.24 

Total  net  worth 

12,011,679.68 

2.772.956.1*1* 

-9.238.723.24 

Total  liabilities  and 

not  worth 

$18,776,400.13 

$5,239,066.51* 

$-13.537,33,3.59 
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’Warehousing  costs  are  provided  for  by  annual  appropriation  vd.th  other 
administrative  funds.  However,  since  such  items  are  closely  related 
to  certain  insurance  operations,  such  as  deductions  for  v/arehousing 
costs  in  indannity  settlements,  it  was  more  convonient  for  accounting 
purposes  to  handle  such  transactions  through  the  capital  fund  accounts. 
Thus,  warehousing  costs  were  paid  from  capital  funds  and  warehousing 
cost  recoveries  were  deposited  to  the  credit  of  the  capital  fund.  An 
inter-fund  account  is  maintained  "wiiich  is  subject  to  clearance  through 
periodic  transfers  between  funds.  This  arrangement  vras  not  employed 
prior  to  the  1942  fisccil  year,  disbursements  and  deposits  of  warehousing- 
cost  transactions  hiaving  been  effected  directly  through  the  administra- 
tive fund  accounts  up  to  that  time. 

The  amount  of  $769,621.67  is  an  estimate  of  the  Corporation's  liability 
for  approved  but  impaid  indannity  claims  which  are  evidenced  by  outstand- 
ing certificates  of  indannity.  This  includes  the  estimated  value  of 
246,468  bushels  of  wheat  and  1,140,337  pounds  of  cotton  on  which  the 
cash  equivalent  had  not  been  established  and  the  actual  value  of  approx- 
imately 81,283  bushels  of  v/heat  and  322,959  pounds  of  cotton  under  the 

1942  crop  year  for  virich  the  cash  equivalent  had  been  established. 

This  liability  does  not  include  the  certificates  of  indemnity  held  by 
Commodity  Credit  Corporation  as  collateral  for  loans  discussed  hereafter. 

The  amount  of  $999,723.66  represents  the  balance  of  a $7,000,000,00 

1943  crop  year  pranium  advance  made  by  the  Agricultural  Adjustment  Agency. 

A tanporary  advance  was  secured  from  the  Agricultural  Adjustment  Agency 
in  order  that  the  Corporation  might  protect  its  position  against  market 
fluctuations  by  purchasing  the  commodities  represented  by,  and  to  the 
amount  of,  the  premiums  without  deferring  the  purchase  until  the  premiums 
were  actually  collected  in  cash  or  collected  by  offset  against  Agricultural 
Adjustment  Agency  payments  to  the  growers,  tMs  balance  will  be  trans- 
ferred to  the  Agricultural  Adjustment  Agency  upon  request  by  that  agaicy. 

The  amount  of  $167,341.16  represents  a net  balance  owed  to  the  Commodity 
Credit  Corporation.  Funds  were  advanced  to  the  Commodity  Credit  Corpora- 
tion vdth  v/hich  to  purchase  v^heat  and  cotton  stocks  to  meet  the  Corpora- 
tion's inventory  requirements.  As  of  June  30,  1944  the  excess  of  this 
advance  over  purchase  costs  less  the  value  of  wheat  and  cotton  sold  to 
the  Commodity  Credit  Corporation  resulted  in  the  net  amount  of  $6,809,980 
due  from  the  Commodity  Credit  Corporation.  Applied  against  this  receiv- 
able were  amounts  due  to  the  Commodity  Credit  Corporation  representing 
unliquidated  certificates  of  indannity  held  by  than  amounting  to 
$6,424,498.42  plus  estimated  storage  of  $552,822.74.  The  net  result 
therefore  is  a liability  to  the  Commodity  Credit  Corporation  amounting 
to  $167,341.16. 

Capital  Stock 

Funds  were  appropriated  to  the  Secretary  of  the  Treasury  in  the  amount 
of  40  miTl  ion  dollars  with  vjhich  to  subscribe  to  the  Corporation's  stock. 

As  of  June  30,  1944,  the  Corporation  }iad  requisitioned  this  amount  which 
had  been  subscribed  by  the  Secretary  of  the  Treasury. 
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Operating:  Deficit 

The  operating  deficit  reflects  the  excess  cost  of  ind®inities  over  the 
amonnt  of  insurance  premiums  and  profit  from  commodity  transactions. 

The  cumulative  operations  of  the  Corporation  shovring  a deficit  of 
$37,227,043.56  and  the  commodity  equivalent  quantities  are  summarized 
by  crop  years  in  table  2. 

Operating  and  Acininistrative  Expenses 

A comparison  of  operating  and  administrative  expenses  for  the  1943 
and  1944  fiscal  year  appropriations  as  of  June  30,  1944,  is  showi  in 
table  6. 

IXiring  the  1944  fiscal  year  the  total  expenditures  of  the  Corporation 
decreased  $4,711,532,26.  This  decrease  is  due  in  large  part  to  the 
action  of  Congress  in  restricting  the  Corporation  from  insuring  wheat 
and  cotton  crops  planted  after  July  31,  1943,  and  the  resultant  decrease 
in  activities  -which  during  the  year  have  been  confined  to  liquidation  of 
the  insurance  on  1943  and  earlier  crops. 

The  comparative  statement  of  operating  and  administrative  expenses  is 
presented  in  a different  manner  than  sho-wn  in  the  annual  report  of  the 
Manager  for  the  fiscal  year  1943.  In  1943  this  s-tatement  reflected  all 
expenditures  processed  during  the  current  year  irrespective  of  the 
appropriation  chargeable,  -while  -the  statanent  in  this  report  reflects 
transactions  charg^ble  to  the  appropriations  for  the  fiscal  years  1943 
and  1944  only. 

Table  7 sho-ws  a summary  of  operating  and  administrative  expenses  by 
appropriations  for  each  of  the  years  that  the  Corporation  has  been 
operating.  The  sharp  increase  in  appropriations  and  expenditures  in 
1942  is  due  to  the  addition  of  the  cotton  insurance  program.  The  ex- 
p®iditures  in  this  -table  have  been  divided  between  the  Federal  crop 
Insurance  Corporation  and  cooperating  agencies.  Nearly  two-thirds  of 
the  to-bal  expenditures  have  been  made  by  the  Agricultural  Adjustment 
Ag^cy,  This  reflects  the  cost  of  the  field  operations  of  the  program 
in  states  and  counties.  The  expenditures  of  the  Federal  Crop  Insurance 
Corporation  designated,  as  general  include  the  cost  of  headquarters  and 
branch  offices.  Storage  expanses  are  shown  separately.  It  should  be 
noted  that  such  expenses  -were  hea-vy  in  the  first  three  years  of  the 
program.  As  explained  in  another  section  of  this  report,  storage 
expenses  were  larg^y  eliminated  by  the  adoption  in  1942  of  the  commodity 
premium  note.  The  negative  amounts  in  1942  and  1943  resulted  from  credit- 
ing to  the  storage  cost  accoimt  the  amounts  collected  for  storage  from 
holders  of  certificates  of  indonnity.  Similar  credits  have  not  yet  been 
made  against  the  storage  costs  sho-wn  for  1944, 

The  to-bal  cost  to  the  Government  of  administrative  and  storage  expenses 
for  the  whole  period  of  operations  has  been  about  30  million  dollars. 
During  recent  y^rs  the  cost  of  operating  a complete  program  has  been 
be-tween  6 and  7 million  dollars  annually.  The  low  cost. in  1944  results 
from  the  fact  that  the  Corporation's  acti-vlties  in  that  year  were  con- 
fined to  liquidating  the  insurance  on  1943  and  earlier  crops. 


- 21  - 


fatle  6.  CoaparatiTe  statement  of  operating  and  admlnis- 
tratire  expenses  for  the  I9U3  and  19^  fiscal 
year  appropriations 
As  of  June  30#  19^ 


Items 


Direct  es^enses  except  conmodity 
storages 

Personal  services 
Travel 

Transportation  of  things 
Communication  services 
Bents  and  utility  services 
Printing  and  hlndisig 
Other  Contracttial  services 
Commodity  purchase  expense 
Sux^plles  and  materials 

Total  direct  expenses 
except  commodity  storage 

Commodity  storages 
Wheat 
Cotton 

Total  direct  expenses 

Allotted  to  cooperating  agencies: 
Office  of  the  Secretary 
Bureau  of  Agricultural  Bconomice 
Office  of  Information 
Office  of  Solicitor 
Agric\iltural  Maz^ting 
Administration 

Agricultural  Adjustment  Agency 
Library,  Department  of 
Agriculture 
Treasury  Department: 

Treastirer's  Office 
Division  of  disbursement 

Total  expenses  of  cooperating 
agencies 

Total  expenses 

Equipment  purchased 


Expenses,  As  of 

June  30,  1944 

Increase 

1^3 

Appropriation 

1944 

Appropriation 

or 

Decrease 

$ 1,1^2,855.^2 
6g,47S.OS 
25,086.50 

11,922.77 

43,742.90 

327.57 

18,591.11 
20,705.00 
16.716. 4l 

$ 788,00^.58 
32,414.83 

4.117.23 

9.733.32 

38.657.88 

3.749.09 

26.431.89 
2.598.28 

$ -354,849.84 
-36,063.25 
-20.969.27 

-2,189.45 

-5.085.02 

-327.57 

-14,842.02 
•►5.726.89 
-14.118. 13 

1.3118,1*25.76 

905,708.10 

-442,717.66 

-77.737-'*i 

20,017.08 

31^.133.71 

9.975.72 

•►111,871.12 
-10. 041.36 

1,290.705.113 

9^19.817.53 

-340. 887.90 

69.600.00 
104,205.07 

14.921.00 

56.170.00 

-69,600.00 
-104,205.07 
-14,921. 00 
-56,170.00 

2.000.00 

4,884.579.00 

770,000.00 

-2,000.00 

-U,liii,579.oo 

800.00 

- 

-800.00 

7.785.00 
14. 160.00 

2,539.00 

lU.733.00 

-5,246.00 

*513-00 

5.1511.220.07 

787.272.00 

-4.366.948.07 

6,444,925.50 

1.737.089.53 

-i*,707,«35.97 

3.696_._29 

-3.696.29 

$ 6,448,621.79 

$ 1.737.089.53 

M.711.532.26 

Total  expendittire 
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